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My name is Vincent C. Burke, Jr. and I am Chairman of the Board, The Riggs 
National ag of Washington, D. C. I am currently a member of the Government 
Relations Council of the American Bankers Association and have also been active 
on the Association's Urban and Community Affairs Committee and the Education 
Policy and Research Council. 

I am appearing today on behalf of the American Bankers Association whose 
membership is comprised of more than 92% of the nation's 14,000 full service 
banks. Our membership consists of Federal Reserve member banks--both national 
and State member banks--and State nonmember banks. These banks are the chief 
source of circulating coins and currency for most of our nation's commercial and 
retail businesses and the millions of citizens who use our consumer facilities 
and services. In addition to providing coin and currency services our members 
provide many additional retail and commercial services such as checking accounts, 
Savings accounts, reconcilement packages, safe deposit boxes, and trust management 
services. In other words, they are full service financial institutions fulfilling 
the many and diverse financial needs of their customers. 

At the outset, I should indicate that my appearance today reflects our 
Association's desire to assist in the development and maintenance of an efficient 
and equitable coin and currency system which provides maximum benefits for all 
parties exchanging value for goods and services. My purpose today, then is to 
offer recommendations which the Committee might consider in weighing the merits 


( of several bills introduced to amend the Coinage Act of 1965 by changing the size, 
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weight, and design of the one-dollar coin. 

Treasury has proposed that the present non-circulating dollar coin be replaced 
with a smaller, lighter version that might be more acceptable to the general public 
and ultimately gain widespread use. In support of this proposal, Treasury offers 
the following four justifications: 

1) A 1976 study conducted by the Research Triangle Institute con- 
cluded that the present $1 coin cannot effectively serve as a 


medium of exchange primarily due to its cumbersome size and weight. 


2) The large size of the coin made it impracticable to the automated 
merchandising industry. 


3) <A 20% displacement of circulating $1 bills would permit the de- 
ferment of a $100 million expansion to the Bureau of Engraving 
and Printing. | 

/ 4) Even if no great quantity of new dollars is circulated and the 

| Mint only produced new, smaller dollar coins instead of older, 

\ larger dollars, the Government would save approximately $4.5- 
million a year based on 1978 production estimates. 

The banking industry is certainly supportive of any efforts to reduce costs 
for the public treasury as long as the proposed changes offer improved customer 
service, show reasonable promise of gaining consumer acceptance, and can be 
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realistically achieved without shifting an inequitable cost burden to the private 
sector. With this objective in mind, banking has used the following criteria in 


attempting to assess both the feasibility and productivity of the current proposal: 


o The effect of a piecemeal approach to our circulating coin 
and currency system; 


o The role and significance of consumers in effectuating changes 
in the circulating coin and currency system. 


I. The Effect of a Piecemeal Approach 


Mr. Chairman, I am certain that you and the members of your subcommittee 
realize that uncertainty about the future causes a business person to think 
carefully before making long-term decisions, especially in the area of 
Capital expenditures for equipment such as coin sorters and coin changers. 

My institution currently has 23 branches and approximately 240 teller 
stations. Considering any one of the proposals to change the size and 
weight of the $1 coin, what equipment capacity must the Riggs Bank, or any 
other sister bank, possess in order to meet the future circulating coin and 
currency system's impact on our daily customer service function? 


> could rely on_a firm master plan which includes the minimum number 
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If we 
of different coins and bills and the elimination of unnecessary items, we could 
make the type of commitment and support which will be necessary to assist in 
successfully introducing the proposed $1 coin or any other needed item. In 
a similar fashion, equipment manufacturers could build machines without costly 


options for infrequently encountered coins, retail merchants could program the 
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purchase of new cash registers without worrying about their rapid obsolescence, 
vending machine operators could increase their inventory and equipment, famous 
Americans could be recognized, numismatic desires could be fulfilled, and per- 
haps most importantly, our school system could develop better ways to teach all 
of our citizens how to make change correctly. 

At this point, Mr. Chairman, I should add that we support efforts to 
provide recognition of worthy Americans. We do believe, however, that ordinary 
circulating coins are not necessarily the best way to achieve this end since 
only a few could be so honored. We would recommend that the Mint produce a 


commemorative set which could be expanded to encompass all who are worthy of 


—_ 
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both past and future honor. A multitude of different coins or different types 
of the same coin would lead to general confusion and opportunity for fraud since 
ipelier and citizens would be less likely to detect irregular items. 
But let me return to my main point concerning the present piecemeal 
desis oti suggest that studying the $1 coin by itself avoids any hard 


_deetSions about streamlining our coinage system and essentially pits those who 


imate a specific item or measure against those who don't. 

Such an approach invites criticism and provides little opportunity for 
whole-hearted support from those groups, such as bankers or retail merchants, 
who must bear the cost of conversion without realizing any particular gain. 

We suggest that this Committee or Treasury hold a series of public hearings 
and conduct _a detailed market-study which would go beyond merely determining 


if citizens would use a lighter and smaller $1 coin. These efforts should 


develop a master plan of what our circulating coin and currency should be 


over the next twenty years. 
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In this fashion all citizens could have a voice in determining the future 
shape of our circulating coinage system. This leads me, then, to a discussion 
of the role and significance of the consumer, 

II. The Role and Significance of the Consumer 

Banking is a service industry, and service industries typically offer 
those activities which they can profitably provide to customers willing and 
able to purchase the services. Bankers provide coin and currency services, both 
those of withdrawal and deposit, to corporate and retail customers. Both 
merchants and their customers need a circulating medium with which to carry 
on the process of exchanging value in the everyday course of trade and commerce. 
There are other methods of accomplishing this process, such as checks, drafts, and 


electronic funds transfers, but reference to these parts of the payment system 
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should not obscure the value and utility to ordinary people of circulating 
coins and currency. 

It is common knowledge that, with a few notable exceptions, our present 
system works well and is acceptable to the vast majority of our citizens, 
perhaps because of its relative Simplicity and their familiarity with its 
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features poe prolonged use. The exceptions, of course, are the $2 Bill, 
i aa 
the present $1 coin and the 50¢ piece. 
The Treasury is now proposing a change in the size and weight of the $1 


coin and presents seemingly sound economic justifications for this change. 


Yet I am reminded of similar arguments advanced about the need for the $2 Bill. 
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oe members ere report that they include $2 Bills in their bulk ship- 
ments to retailers only to receive them back in unopened packages. Some retail 
customers do ask for $2 Bills, but many more seem to prefer not to have them. 

I raise the $2 Bill issue, not in an attempt to discredit the proposed 
change in the $1 coin, but to suggest that actions like this and the current 
development of EFTS which attempt to change the activity patterns of people 
will have > little chance of success — unless those affected are involved in the 
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process of developing the change. The timely incorporation of the citizens' 


La ale nae 
voice into a change as basic as this is crucial to the public's acceptance 
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and successful implementation of this proposal by Treasury. 

The Research Triangle Institute study found widespread consumer resistance 
to the size and weight of the current $1 coin. Yet there is, Mr. Chairman, an 
important difference between consumers' dissatisfaction with a specific coin 
consumers' acceptance and enjoyment of the present circulating coin and 
currency system, and consumers' willingness to substitute or adopt a different 
version of an item which may suffer from indifferent demand. 

Bankers, in their contacts with retail merchants and consumers do not, 
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at the present, detect any consumer demand for a new $1 coin. Governor Coldwell, 
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oy would be the key to whether the new coin circulated freely and that 


“"Seheuunena: 


‘ - -_——-- a 


if voluntary hentetinae efforts did not produce acceptable circulation within. 
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a year of production, "the program must be reconsidered."' 


Frankly, Mr. Chairman, it is this very concern OF Governor Coldwell's 


\ 


which troubles the banking industry. Acceptance is not aitematic, and we ee 


not detect any consumer interest or general merchant interest in substituting 


___ another circulating coin. 


A 


Some claimed that the reintroduced $2 Bill failed because it was not 
promoted enough. Others claim the Kennedy half dollar did not circulate because 
it was such a collector's item that the Mint could not keep up with demand in 
the early years and that the public therefore never gained the habit of using 


that coin in market transactions. Whether for those or other reasons the 
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absence of any clear public preference for a new $1 coin causes many business 


persons to be concerned that the proposed economic benefits to the new coin may 
be fully realized. 
Conclusion 
Mr. Chairman, banking supports fiscal responsibility and cost avoidance 
on the part of Treasury and the Federal Reserve. 


However, we must voice our concern about any effort to reduce costs in the 


public sector and shift them to the private sector, especially when there appears 


to be a lack of fundamental market research to support the consumer acceptance 
Pe: iabeae™ be at : 


necessary to achieve these cost reductions. 
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We would prefer to see Treasury conduct _a comprehensi ting stud 


and series of public hearings to determine a master plan for the future shape 
of our coinage system. With that “a firmly in mind, our members could make 
introduce a new $1 ¢ coin or any other needed item. 
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